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Lasting impacts

O -BASF

The Chemical Company

Accelerating consolidation - -

Increasing business complexity E
Winning the War for Talent




@ Transformation Scenario




Top 3 priorities for Finance

Performance Growth Risk

Manage Partner with Strengthen
enterprise-wide the enterprise process controls
performance to to support and leverage
maximize new growth processes
shareholder value strategies performance
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What is Service Value Concept ?

Is a disciplined approach to measure the ability of corporate services to
create value for BASF over time. The model tracks results along two
dimensions, Performance and Cost Effectiveness and is similar to the
calculation of indicator EBIT after Capital Cost.

Focus on Cost Effectiveness

« Compare historical performance over time
 Allocate resources effectively

» Valuable tool to budget requests

 Valuable tool for developing Strategic Plans

Focus on Performance

» KPI development methodology

» Approach to prioritize goals

» Alternative to a value mindset

« A way to track and report performance

Performance

Cost effectiveness
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Service Value Concept

Focus on results

Disciplined methodology to define
Performance Methodology performance and prioritize
goals by assigning weights

Conceptual framework helps a SSO
make decisions and understand

the impacts that investment
decisions have on performance

Decision-making framework

Service Value Concept reinforces
Value Mindset a high-performance mindset
that balances performance and costs
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Service Value Concept

Focus on results

Traditional performance Service Value

Inputs Processes Outputs Performance
> | > > = >

Resources  Series of  Final product The impact, benefits or consequences for

gsed to opera_ltional or sgrvices stakeholders resulting from the activities
deliver the actions provided by taken by GSSN

services of a conductedto a SSO
SSO achieve an
end goal

Input, process, output measures
provide a view of performance based

on service provision

Service value focuses on delivery
of Improved results for BASF



Service Value Concept
High-level Implementation Outlook

Define
targets

WHEIRET(E
the end
results that
SSO aims
to deliver?

(*) and are practical to be measured

Refine
and filter
priorities

What
level of
performance
will impact
more
positively to
GSSN?

How wiill
we know
that we
have been
successful
in achieving
our targets?

EE
and filter
KPI's

Which
KPI's can
be used to

drive
expected
results(*)?




Service Value Indicator

Analytical Model

Service Value =

N
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Relevant KPI's tied directly to drivers of

Global Finance Transformation

Revenue Performance Model Transformation Drivers

End-to-end process design

Strategy Efficiency & effectiveness
N ) of Finance Function

Performance

Business
processes Operational excellence
J

4 )

Organization

(G J

Service Value
|

Organizational effectiveness

( N\
J

Performance / ___ E-services enablement
Adjusted CapEx

Cost Effectiveness
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World-class is top quartile performance

Hackett Value Grid™
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World-class

1Q

World-class
Efficiency

Effectiveness —“doing the right things”

.. 1Q
Efficiency —*doing things right”
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Applying results-oriented

practices to Performance Management

Performance

® Unit “A”
® Unit “B”

Cost effectiveness
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Service Value Compass

ldentifies value creation path

Performance and
costs increased

Increase in ; ¢
at same rate
performance Increase in performance
and costs and possible decrease

in costs

No change in No change in

performance Average performance
but increase but decrease
in costs in costs
Decrease in _
performance Decrease in
and increase performance
and costs

IN COStS  performance
and costs

decreased at

same rate 17



T
aaa R

Higher

o

[]
i

Hinmee SRR B
e

e
i

i

L

o

E

E

E
L
L

10

uct

Fihi
Hn e e G
L - 5
i i
i o

M
| -
o
@N
g8}
D
O
-
qv]
&
| -
o
(T
| -
)
o
©
&)
s

o

o

Dest

-orien

s

Higher

oduew.iojled

Service Value Gr

Result

18

Cost Effectiveness

Lower
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Service Value Matrix

Measuring what matters

Higher

OlEIIWANE Value-
Conscious B lg\=11

________________ Average

Performance

Sleeping : Budget

Glants § consclous

Lower Higher

Cost Effectiveness
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Critical Success Factors
for Service Value implementation

Secure leadership support and commitment

= Foster and enable integration and collaboration
across ‘silos’

= Establish dedicated, professional team to drive,
manage and sustain the process of Performance Management

= Transparent process and performance information

= Continuously assess and develop organizational capability for
future performance improvements

20






Service Value Concept

Detailed implementation phases 0 -BASF

The Chemical Company

Refine
KPI and
report model

Results and
Analysis

Calculate
scores

Data
collection

Assign

FLERIE Weighting

PRI ®  Establish final = Determine ® Design SOA  m Interpret w Identify GSSN
i setof KPI's weighting : : performance i trends and drivers
: method : : : :
: # Define : :
- Refine : analytics for l Identify l Run Process
: conceptdata @ Verify each KPI trends_, : Score Trees
dictionary i weighting i and user i potentials :
D ! needs : and :
: with : P decreases ® Run GSSN
: : stakeholders : : : Service Value
® Validate with ®m Setup data i : Matrix
GFT, PExand collection m Validate
SSO & Develop tool : findings with o
Community “Process : ® Develop “Action

Score Trees”

: PEX

& Plot graphs

: Plan”

® Present final
results 22
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